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INTRODUCTION 

This paper is an outline of a project being undertaken by the 
OPLAC Task Force on a Common Unit of Measurement regarding the develop- 
ment of annual unit cost and other performance measurements for 
Library services in Ontario. The development of such data will 
provide local authorities with information by which they can compare 
their performance to other similar municipalities throughout the 
Province. We believe that by publishing inter-municipal unit cost 
comparisons, those municipalities whose unit costs differ appreciably 
from similar municipalities will be encouraged to investigate the 
reasons for these differences and to take whatever action may be deemed 
necessary. Similar projects are also being undertaken in municipal Fire, 
Roads, Transit and General Government services, and the program will 


ultimately include all municipal services. 


The desirability of performance measurement and productivity 
improvement in local government services has long been recognized. 
Yet, it perhaps is gaining increased importance in our current 
economic dilemma. More service is desirable but fewer resources 
are available. Productivity improvement can be a useful approach to 
this problem. For example, increasing productivity by only five per 
cent on total municipal library operating expenditures could save 
more than seven million dollars a year in Ontario.?° Comparative unit 
cost statistics cquld help identify areas where productivity gains 


may be possible. 


But, they may also help identify areas where service level improve- 
ment is possible, A low unit cost may be indicative of inadequate 


service, not efficient performance. Bear in mind that a productivity 


1, Ministry of Treasury & Economics, Local Government Finance in 


Ontario, 1978, Dreiee 


Dec ib A! SD SEA BG 5 ILE A tet Ts AB RATE CAE ROSES CLR TS I EUR AREER sc BENE 


iss 1ebaw pata 
sn tbsp * Inemo"u “6s M Yo dint 


Sra eS OM SOT anor 8 oq ‘ 1 vsitto 


IHD oue %d snengot av: eb oT. 


yor fa tlw yd A of sarvo nie at <8 ttt 
A y tr 5 foe ty i 
such 29rs tl sqtotn tum vet time ron to ot 
ees aa. ee! 
sO fo tum Taint ontdett dug ¥ dail? vated ol 
(eth ehzoo tiny geod 2atdt teats thum Szor | 
aS tee ; 


TAH 


avn od b9ps% yoone ed [liw ger rts sq te rou mt a 


; ic es 
Nor. J Sy Sa ‘ } : ) } mTTO 
nedetiabnau &- 2339L010 TH! Mite 
Fs 
: ¥ 4 . 
ang bi * la one) ons Ire 
TA eee 
iit +a BYU nt 
PT Sides 
; rag ,VIPLTORY 
Fi : f}F ef rt 
wilt t agé 
1 ial ia Ol 
; aM prime fb 
t ’ 
ae? ‘ Mav GTC VIVES PVA ste iaws 
» vd iq oi ) 4 aoeie 
yy Pa sl 
i f : with fhe 
} f ii J rt] mae VSe2 " 
- a > . * 7. rar. Wo 
‘ttinabt aled bluga 2oTyets 
nn p Pes ill 
‘ Fi af 
e ofdtzeoq 
l ii 
>tv48 io vttinebt qiad cele: yam 
tO. ov ytbat od vem Jeon Siow wot A 9 fi 
Bo eee eS.” a = i 
, Sedd batm nt ws98 .eonemrotiag snotoy 8 


% ai. 
’ 


sae pen Vem er A ae at: ium tint ot rs 
i it 


" £ , : i sh ae a 
(Fd Jnsmnrevon i650) , ah mo oad Be tw Bh 


th Bi Le 
i ‘al ‘ina 


ui 


we om 


aac od 


iy. 


gain also occurs if a percentage increase in output is greater than a 
percentage increase in cost. If funding is going to be more difficult 
over the next decade, then it is important to communicate to the taxpayer 


that he is receiving a substantive economic benefit from his tax dollar. 


Many aonectorwiene municipal officials collect comparative data now 
on a unilateral basis. Certainly politicians and the public are 
increasingly asking for such information. What we propose is to make 
such data generally available in a useful, reliable and timely way. We 
also propose that municipal library managers, those who know the service 
best, become actiyely involved in the development and use of annual 


comparative unit cost statistics. 


WHAT ARE VALID UNIT COST MEASUREMENTS? 


A, EXPLANATION OF MEASUREMENTS 
From a varieey of measurements, the following have been selected. 

Further suggestigns are welcome, for either additions or exclusions. 

Definitions follow. 

1) Cost per Capita (cost + population) - gives an indication of the 
municipality's willingness to support the service. May also 
indicate potential workload. 

-- $2,333,403 = 198,722 = $11.74 per capita 

2) Cost per Household (cost + number of households) - same indications 
as above. 

-- $2,333,403 = 73,886 = $31.54 per household 

3) Cost per User (cost + number of users) -- relates cost of service 
to workload. 


-- $2,333,403 + 762,034 = $3.06 per user 
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Users per Capita (number of users + population) -- may give indication 
of effectiveness of service. 


-- 762,034 = 198,722 = 3.83 users per capita 


DEFINITION OF TERMS 

1) COST - In -arder to avoid comparison problems arising from the 
widely divergent methods of accounting for certain costs, the 
Task Force decided to define cost as "Personnel and Materials" 
current expenditure only. These costs account for some /0% of 
total cost. Except for the adjustment noted in part C) the source 
of revenue is considered irrelevant (eg. grant or endorsement 
financed expenditure is to be included even if it involved a 


one-time cost only). 


a) Personnel Cost - all wages salaries and fringe benefits 
of library personnel plus consulting fees and materials 
delivery costs (if contracted), but excluding personnel or 
contract costs associated with security or commissionaires, 


and maintenance (janitors, repairmen, groundsmen etc.). 


b) Materials Cost - the purchase, binding, cataloging and 
processing current expenditures on: books, newspapers and 
periodicals, films, filmstrips, filmloops, video tapes and 
disks, slides and transparencies, sound recordings, talking 
books, micromaterials, paintings and prints, cartographic 
materials, toys and games, government documents, vertical 
file and any other print or non-print materials. 

- also, debt service costs or expenditures from capital 
reserye funds related to the abave materials, if applicable, 


Exclude any other capital cost. 
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c) Adjustment for Sale of Service - some library boards provide 
library service to other municipalities for compensation. 
Personnel and materials costs incurred to provide this 
service should not be included for the purposes of the 
comparative unit cost project. It may be necessary to est- 
imate such costs if they are not separately reported: 
eg. (Total personnel and materials cost + total cost) X 
revenue from sale of service = estimated personnel and 


materials cost from sale of service. 


2) Population - the permanent population of your municipality as per 


assessment returns - your clerk or treasurer should have this figure. 


3) Households - the number of dwelling units in your municipality as 


per assessment returns - your clerk or treasurer should have this figure. 


4) Users - the number of people entering the library plus the number 
of telephone, mail, telex, etc. requests for services plus the 
users served via a delivery service including by mail, interloan, 
automatic repeat, etc. (eg. the number of shut-in people served) . 

Calculate the number by turnstiles and physical count 
or by physical count only. 

Estimate the yearly total by conducting a count during a typical 
period or periods (i.e., when average usage is most likely to 
occur). Express the number of users for the period as a decimal 
fraction gf direct circulation for the period. Multiply that 
decimal fraction by total direct: circulation for the year. Let the 


product be estimated total users for the year. 
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Please do not use such formulae as "one book circulated = 
2 people reading it" (i.e., 2 users). 

Also, make no distinction regarding the intensity of use. 
Thus, an individual who enters the library to skim the daily 
newspaper is one user. An individual] who enters the library 
to read the paper, to ask three reference questions and to 


borrow six books is also one user.* 


Example - Estimation of Total Users for the Year 1980 
1. (Late October or Early November 1980) - take a physical count of 


the number of users during a one week period = 638 
2. determine the direct circulation for the same week = 4530 
3. divide the number of users for the week by the direct circulation 


for the week 638 = 4530 = .14083 


4, January, 1981 - determine total direct circulation for 1980 = 216,570 
5. Multiply the decimal fraction obtained in step 3 by the total direct 
circulation for 1980 .14083 X 216,570 = 30,500 


Your estimated total users for the year 1980 is 30,500 users. 


* Obviously the intensity of use is an important determinant 
of cost. If your library has a pattern of use which is con- 
Sistently more intense than other libraries, your unit 
costs will probably be higher. Here then could be an 
examp|@ of unit cost data indicating a higher level of 
service. Such information may be of interest to another 


municipality wishing to improve its level of service. 
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UNIT COST QUESTIONAIRE - LIBRARY SERVICES 


Name of Municipality 


1. Cost per Capita 
2. Cost per Household 


3. Cost per User 


rm 1 “GS eas. 21% 


4. Users per Capita 


5. Direct Circulation 


6. Comments - if desired please indicate any special conditions 


experienced by your municipality which may affect any of the 


above measurements. 


7. Suggestions -please indicate any suggestions for the improve- 


ment of the unit cost information. 
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HOW CAN MUNICIPALITIES BE FAIRLY COMPARED? 


Even if valid measurements make the unit cost data useful and 
even if clear definitions make it reliable, comparative unit cost 
information could be misunderstood or misused. Therefore, a number 


of steps should be taken to minimize this problem. 


1) Statement of purpose 


This should accompany every copy of the comparative unit cost 
information. It could be worded as follows: 

"The attached set of statistics represent a tool for 

management, by which it can see how the enterprise 

it manages compares to other enterprises in similar 

municipalities. It is meant to direct management's 

attention to situations which may require further 

investigation. 

It is not a performance evaluation system. The lowest 

unit cost, for example, does not necessarily constitute 

the "best" performance. Indeed, entirely the opposite 

may be true, 

The measurements used here have been developed by 

Ontario's professional librarians so that they may gain 

some initial indication of where and why various library 


enterprises experience different costs." 


2) Grouping Municipalities 


In order to assist non-professionals who may obtain the 


comparative statistics to make valid comparisons, municipalities 
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could be grouped according to certain characteristics which render 
them roughly similar. (See the attached tables tentatively grouping 
municipalities according to population size and density.) It has 
also been proposed by many librarians that an alphabetical listing 
of AMPLO, CARML and CELPLO members as well as operating boards 

with less ari 10,000 population, would be sufficient. Any views 


on this aspect would be appreciated. 


Administration of the Project 
It might be desirable that the comparative unit cost data be 


collected, pracessed and published by the professionals, municipal 

and provincial, who deliver the service, Thus, it would be clear 

that management is generating the data for its own purposes. Perhaps, 
an umbrella professional association of municipal librarians or the 
Ministry of Culture and Recreation wou]d care to administer the project, 
although the Ministry of Intergovernmental Affairs is also arenaned 


to do so. 


CONCLUSION 

In all probability, the cost/revenue squeeze that has lfaced 
municipalities through most of the 1970's will continue during the 1980's. 
Municipal managers will be called on to account for the services they 
deliver and the cost incurred, and to improve productivity. An initiative 
by management, now to put its costs and its products in perspective can 
allow such future calls to be dealt with on a rational, informed basis. 

Please cgnsider the ideas expressed in this paper. If you see any 
areas for ‘nproveneat or any other aspects that need consideration, let's 
tackle them. The unit cost project can be a useful management too], but 


only if management creates it. 
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